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INEXPENSIVE FAMILY DIETS: APREL 1945 


In April 1945, we undertook the ninth of our half-yearly surveys in 
Oxford into the weekly cost of a ‘human needs’ diet for a family 
consisting of husband, wife, and three children of school age.1 As 
before, we collected our data in the market and from shops all over the 
town, and diet A which is set out in Table II could be bought in any 
district at the cost shown—wv1z. 36s. 14d. 

In November 1944, the cost of a diet of similar nutritional value was 
36s. 43d. The outlay that would have bought the ‘human needs’ 
diet scheduled by us at the different dates is given in Table I. We have 
also expressed this outlay in index figures, taking that in April 1941 as 
roo, and compared our indices with the Ministry of Labour food index, 
which we have based on the figure published by the Ministry of Labour 
for April 1, 1941. This latter index has fallen by one point during these 
four years, while the cost of the ‘human needs’ diet has risen by nine 
points. Moreover, the Ministry of Labour index has fluctuated much 
less than the cost of the ‘human needs’ diet as ascertained by us. This 
fundamental difference may be traced back to two main factors. First, 
the ‘human needs’ diet represents a complete diet schedule while the 
Ministry of Labour has selected a small range of foods for compiling 
its index ; in particular, no vegetables except potatoes are considered 
in that index. Secondly, while the ‘human needs’ diet allows for the 


1 One Child under 7, and two between 7 and 12 years old. 
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TABLE I 
Cost of a ‘Human Needs Diet and Ministry of Labour Cost of Food Index 
(1) Weekly Cost of a ‘ Human Needs’ Diet for 5 Persons 


1941 1942 1943 1944 1945 

PSG. Sas Sorc Saud: s. ds 
Aprils.) Poss 33 0 34 0 34 113 eye | 36 14 
November... 32 103 33 23 35 6} 36 44 ar 
(2) Index of Cost of ‘Human Needs’ Diet 

1941 1942 1943 1044 1945 
April an 100 103 106 112 109 
November 206 700 107 108 110 ame 


(3) Ministry of Labour Cost of Food ‘Index 


1941 1942 1943 1944 1945 
April 1st ae 100 94 97 99 99 
November 1st 97 96 99 99 Sas 


purchases of such quantities as are available under the system of war- 
time rationing at a given date, the Ministry of Labour index weights 
the outlay on the several foods according to the average quantities 
bought in peace time. As rationing has become more stringent the 
prices of food have shown a tendency towards levelling out ; the cheapest 
and the dearest qualities to which people were accustomed in peace- 
time have vanished from the market as far as essential foods are con- 
cerned. For both these reasons—rationing with its concomitant of 
compulsory substitution of one food for another, and increased stabilisa- 
tion of the prices of food around the controlled prices—the index of 
actual cost of ood during these four years would probably be lower than 
the Ministry of Labour index for a family with a food expenditure in 
peace-time above average. For these same reasons the cost of the 
“human needs’ diet has shown a very marked upward movement. 

The pri¢es on which we base the cost of the ‘human needs’ diet are 
those that generally obtain, at the given date, in the various parts of 
Oxford. A housewife who is a particularly careful shopper might have 
reduced total outlay by a few pence. In April 1945 quite a number of 
foods were offered at prices below those given in Table II. The mini- 
mum prices ascertained by us were: jam, Is. rod. for 2lb.; bacon rashers 
1s. 4d. alb.; tea, 2s. 6d. alb.; dried eggs, 1s. 2d. a packet ; dried beans, 
5d. a lb.; Household milk, 8d. a tin ;, cocoa, Is. Id. a lb. Also, on 
certain days greens were plentiful and sold at 3d. a lb. However, most 
housewives always deal with the same shop even if that means on occas- 
sions paying a few pence more, especially at the present time when any 
‘extras’ that might be going are likely to be reserved for the regular 
customer.1_ Moreover, as regards bacon and jam, they must be bought 
where the housewife is registered for them, so that she has to pay the 
prices at which they are available at that shop.- a 


? On the whole, of course, a housewife with little money to spend will frequent the 


least expensive shops in her district. This, indeed, has been assumed throughout our 
survey. 
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TABLE II 


Weekly ‘ Human Needs’ Diet for a Family of 5 Persons 


Diet A 
Quantity Price p. Unit! Changes since Nov. 1944 
Sard: Quantity Outlay 
Sh ds 
(a) Rationed Food 
Ae Neate. =p 7 |b. 10? 8 aes 
Ze pacon.. é i iby 402: 1S 168 + 4 oz. + 2k 
3 Margarine 1 lb. 14 oz. 9 st ee 
ATPL ards 10 oz. 9 
5 Sugar 3 Ibs 8:02. 4 
6a Jam 4 oz. i 
6B Syrup 1 lb. 84 
Ti eerea: 8 oz. 27-8 aor 
8 Cheese 10 oz. ee 2 — bioz: — 4 
9a Eggs, shell 1 egg 2 
9B Ditto, dried ... 1} packet iS 
10 Fish, tinned 2 tins® 10 
11a Lentils & Peas, 
split so 1 Ib. 5 ; 
11B Bears, dried 1 Ib. 6 ; 
12 Rolled Oats ... 2b. 8 oz. 34 : wes 
13 Dried Fruit... 8 oz. 9 =e 4 oz. + 24 
14 Household Milk 1 tin’ 9 + $ tin + 3h 
Outlay on Group (a) 79 104 + 4 
(6) Liquid Milk 
15a Ordi 14 pt. 44 
15B School 5 pt. 13 
Outlay on Group (b) 5 104 
{c) Unrationed Main Carbohydrate Foods 
16 Bread " 18 lb. 24 = ielb: + 24 
Pie lour ers 3 1b: 238 + 8 oz. + 1} 
18 Potatoes 21 Ib. 18 — 12l1b —71 3 
Outlay on Group (c) Re a ik} 
(d) Vegetables (excl. potatoes) 
19s Carrots & Turnips 7 lb. 1}? Suc te 
19B Greens ae 7 |b. 4 Bap ae pos, of 
Outlay on Group (da) 3 4} =F 7 
(e) Other Foods A "4 
20a Maccaroni oz. 10 
208 Semolina 1 Ib. 8 oz. + "wal oi 4 
21 Cocoa = 4 oz. i 2, He 
22 Condiments ... 4 oe 
23 Cooking Apples “00 Sat — 1I1b. — 6 
RRS gi ee Pee re 5 ene 2 
Outlay on Group (e) 1 5} — 2t 
ere erg nog Ses SS ON ees FO DSF Be Sete 2 Oi wh ora 
Total Outlay on Diet A 36 14 — 22 


- i rice per egg; dried eggs, price per packet ; tinned fish, price per 
tin Ee eeeraet Be ne tin; eee aim price per pint; condiments, total 
outlay ; all other foods, price per lb. 2 Average price. 3 In November 1944, the 
cheapest bacon generally available cost 1/8 per lb. 4 Bought in 2 lbs. container. 
5 One packet equivalent to 12 eggs. 6 One tin contains aly pz, net weight (heerings)- 
7One tin equivalent to 4 pints of liquid skimmed milk. 83d. for 3 Ib. 3 
for7lb. 19In November 1944, the average price of 1 Ib. of rice and semolina bought 
in proportion of about 2 : 1 was taken as 6d. 
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Diet A as compiled in April 1945, differs from the similar diet in 
November 1944, for two reasons. There are changes in prices and 
changes in the schedule of foods. This latter is due mainly to the fact 
that alterations have occurred in the supply of two essential foods : 
cheese and potatoes. From April 1, 1945, the ordinary cheese ration 
per person per week was lowered from 3 ounces to+2 ounces. _ Owing to 
the weather, stocks of potatoes have deteriorated last winter, and 
temporary shortages of potatoes were encountered in April. Thus we 
had to find substitutes for an important source of animal protein and 
calcium and, further, for an important calorific food. We have sug- 
gested that the protein formerly supplied by 5 ounces of cheese should 
be derived from three-eighth of a tin of dried Household milk,’ equiva- 
lent to 1} pints of liquid skimmed milk. For dietetic, as distinct from 
nutritional, reasons we have allowed an additional } lb. of bacon. 
The 12 lb. of potatoes by which diet A falls short in April 1945, as com- 
pared with November 1944, have been replaced by a variety of carbohy- 
drate foods: one lb. of bread, 8 ounces of flour, and one lb. of semolina. 
But potatoes are also a useful source of vitamin C ; 12 lb. contain 192 
mgm. of it, according to the data of vitamin values used by the Ministry 
of Health. This vitamin is not found in bread, flour, or semolina. 
However, according to the same data, cabbage is 15 times, and spring 
greens, turnip tops, and kale, are 19 times as potent as potatoes ; hence 
by choosing greens with dark leaves, which have a specially high content 
of this vitamin, the housewife could easily make good the deficiency. 
Cooking apples were available in November 1944 but not in April 1945. 
We have therefore added to diet A 4 ounces of dried fruit, of which a fair 
variety was offered in April. 

Total cost of diet A in April 1945 is affected not only by these changes 
in the schedule of purchases but also by changes in prices. For greens 
the cost in April was about a penny more per lb. than in November. 
The price at which bacon rashers could be obtained in April was ts. 6d. 
as compared with 1s. 8d. in November. There had been no fall in the 
average price of bacon, but a cheaper quality of bacon was generally 
available. As we have seen, the result of these shifts in the quantities 
of some foods and in the prices of others, since November 1944, was a 
decline in the cost of diet A by 24d. to 36s. 14d.2 

In previous articles* we have given our reasons for compiling a 
schedule of what in a term coined by Mr. S. Rowntree we call a ‘ human 
needs’ diet, by which we understand a diet supplying satisfactory 


_ Up to April 1945, Household milk had been rationed at one tin per person every 
eight weeks ; since then no new issues of Household milk have been made through 
the Ministry of Food, but the shops were free to sell their stocks, which in Oxford 
appeared to be plentiful. Several shops offered Household milk at 8d. a tin instead 
of 9d., which is the maximum price fixed by the Ministry. 

Tf, however, dried Household milk were taken off the market and had to be 
replaced by 4 pints of fresh full cream milk, the cost of the diet would rise to 39s 
103d. This could be avoided by an increase in the cheese ration as a nutritional 
substitute for Household milk ; 10 ounces of cheese, costing 84d., would about suppl 
the protein and four-fifth of the calcium of a tin of Household milk. asf 

*Cf., in particular, Family Diets at Low Cost; BULLETIN Vol. 6, No. 17. 
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nourishment? and available, at the cost stated, to any housewife in 
Oxford. But as we have repeatedly pointed out, this diet pre-supposes 
not only a carefully thought out plan of food purchases but also skill in 
shopping and adaptability in cooking. The housewife is supposed to 
prepare three cooked meals a day, although, of course, one of the meals 
might be ‘ carried out,’ in the form of a packed lunch for instance, by 
some members of the family. She must stew the meat, or most of it ; 
she must be capable of embodying dried eggs and Household milk in 
her dishes, and she must ring the changes with the dried legumes, e.g., 
by using part of them for vegetable ‘cutlets.’ Only by thus making 
the best of each foodstuff and, at the same time, introducing variety 
into her menu, will she be able to make appetising, in the long run, a 
diet based on a very limited range of inexpensive foods. 

Our suggestion that the family should have mainly, or only, stewing 
meat, appears to be the most serious obstacle, from the point of view of 
most housewives, in adopting the schedule of diet A. Actually, imported 
meat suitable for roasting could be obtained at 1 shilling a lb., while 
imported scrag of mutton for stewing cost 4d. a lb., and beef for stewing 
—also imported—tiod. It would, therefore, be possible to buy a ‘ joint’ 
weighing about 34 lb. and spend the remaining 2s. 4d.2 on 3 lb. of 
stewing meat. Very frequently, however, considerably more than I 
shilling a lb. is paid for the Sunday ‘joint,’ partly, perhaps, because 
meat for roasting is in special demand on Friday and Saturday and the 
housewife’s choice therefore likely to be more limited than during the 
earlier part of the week. Hence it may be more in keeping with facts to 
assume that in a diet that would be generally acceptable to a family 
with a low income, the average price of meat averaged Is. a lb. in April, 
1945. Also, few housewives would willingly forego the use of 6 ‘ points’ 
per week. It will be seen from Table III that diet A only requires 
24 ‘points’ while a family of 5 persons could have spent 30 ‘points’ per 
week. Apart from these 6 ‘ points’ and 2 ounces of tea, diet A does 
include all the family’s rations. 


TABLE Ill 
Foods Rationed on Points in ‘Human Needs’ Diet A 
Quantity Points 


Syrup 1 Ib. 8 
Fish (herrings) 2 tins 4 
Lentils and Peas 1 Ib. 2 
Beans, dried 1 lb. 1 
Rolled Oats 2 lb. 8 oz. 5 
Dried Fruit 8 oz. 4 
Total points used 24 
Total points available 30 
Points left over 6 


1 Roughly 10 per cent above that of Mr. Rowntree’s ‘ Human Needs ’ diet in 1936. 
Cf. Family Diets at Low Cost, Table VII. 
2 The family’s weekly ration is 5s. 10d. worth of meat. 
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Table IV shows the cost in April of a diet that has been improved, as 
compared with diet A, by allowing for the purchase of dearer meat and 
of more foods rationed on ‘ points.’ This diet is no longer directly com- 
parable with Mr. Rowntree’s ‘human needs’ diet. To distinguish it 
from that we have termed diet B a ‘low cost’ diet. By buying 


TABLE IV 


Weekly Low Cost Diet for a Family of 5 Persons : Diet B 
Quantity Outlay ‘ Points ’Value 
Set! 


Diet A ie 36 1, 24 
Excluding 

Meat 1 Ib. 3 oz. aoa 

Semilina 8 oz. 2 

eS] - 
Including 

Spam 4 oz. 7 4 

Sausage meat 8 oz.” 64 

Cod, frozen 8 oz. 54 she 

Biscuits 8 oz. 6 2 

(+5) 21 6 
Total Outlay on Diet B 38 03 30 


* See below. 


this diet B instead of diet A the weekly expenditure on food in 
April 1945 would have been increased by 1s. 11d. The average price 
of meat has been raised from 1od. to 1s.a lb. The deficiency of 
I lb. 3 ounces of meat, as compared with diet A, is replaced in diet B 
by 8 ounces of sausage meat, 8 ounces of frozen cod, and 4 ounces of 
‘spam,’ the latter requiring 4 ‘ points. Beef sausage meat cost 3d. 
less per half pound ; but in some districts only pork sausage meat was 
easily obtainable. The remaining 2‘ points’ are laid out on 8 ounces of 
sweet biscuits. The carbohydrates supplied by the biscuits would 
make unnecessary the purchase of eight ounces of semolina, so that the 
net cost of the biscuits would have been 4d. No significant change in 
nutrititional intake is brought about by adopting diet B instead of diet 
A. Therefore, the figures of nutritional intake which we give in Tables 
V to VIII for diet A apply equally to diet B. 

The main nutritional content of diet A is surveyed in detail in Tables 
V and VI. Table V shows the relative calorific values and protein 
content of the several foods, and Table VI considers similarly their 
content of calcium and iron. In Table V the upper section of the part 
dealing with protein surveys the sources of first class or animal protein 
and the lower one that of second class or vegetable protein. Thus, 44 


? This results in an insignificant increase in the intake of animal protein. No 


increase occurs if the housewife substitutes another half pound of sausage m: 
: eat 
frozen cod ; but in that case the cost of the diet is ruibed ‘By another pehag ese’ 
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TABLE V 
Calories and Protein in ‘Human Needs’ Diet A 


Calories % of total Protein c 

Bread and Flour 30 Meatey <<. f fs : ce 
Marg. & poking fat 11 All Milk* 15 
Meat ; re 11 Fish 6 
All Milk* ... 9 All Eggs 3 
Sugar 8 Cheese 2 
Potatoes 7 Bacon 2 
Rolled Oats 5 Bread and Flour 33 
Maccaroni & Semolina 4 Dried eg ts 
Dried i ana oe 3 Potatoes 6 
Bacon 2 3 Rolled Oats 5 
Fish 2 Vegetables excl. potatoes 3 
All other foods vi All other foodst 2 

Total 100 Total 100 


* Incl. Household milk. 
+ Lentils, peas, beans. 
t Sources of vegetable protein only. 
TABLE VI 
Calcium and Iron in ‘Human Needs’ Diet A 


Calcium % of total Tron % of total 
All Milk* ©... as 555 St Bread and Flour 56 34 
Bread and Flour a 20 Meat 18 
Vegetables excl. eis 8 Potatoes : i 
Cheese a5 7 Dried Legumes + ae 9 
Fish ‘ eae 3 Rolled Oats ... 5b 6 
Dried Legumest . ae 2 Vegetables excl. potatoes 5) 
Rolled Oats nae =. 2 All eggs 3 
Potatoes Z Fish 3 
All Eggs... 1 Cocoa 3 
All other foods 4 All other foods 8 


Total Total 100 


* Including Household milk. + Lentils, peas, beans. 


TaBLeE VII 
Nutritional Requirements and Nutritional Intake from ‘Human Needs’ Diet A 


‘Man’ Value Requirements * Intake 
of Family from Diet A 
per ‘Man’ per Day 
Ministry of Health Scale : 
Calories : 3313 3000 Ape 
Protein, animal gm. 
Protein, vegetable } ee { dOpgtns 53 gm. 
Calcium AS 0.8 gm. 0.6 gm. 
Iron 5.40 10 mgm. 17 mgm. 
Institute of Statistics Scale: ; 
Calories 3.75 3300 3300 
Protein, animal } 3.75 50 gm. 51 gm. 
Protein, vegetable f 50 gm. 53 gm. 


Be SS 
* Net values for the Ministry of Health data, gross values for the Institute of 
Statistics data; in the latter scale, the content of protein of war-time bread is 


underestimated. 
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per cent of the protein of diet A is of animal and 56 per cent of vegetable 
origin. . . 4 

The daily nutritional intake per ‘man’ from diet A is compared with 
the standard requirements per ‘man’ in Table VII. All our calcula- 
tions of nutritional values in Tables V, VI, and VIII are based on data 
supplied to us by the Ministry of Health. This applies to both the 
nutritional content of the several foods and the standard requirements 
of nutriments of the family postulated by us, viz., one male adult, one 
female adult, one child between 5 and 7 years old, and two children 
between 7 and 12 years old. The upper section of Table VII, too, 1s 
calculated by means of the Ministry of Health data. Owing to the 
extra demand of the growing child for calcium and iron, as compared 
with the needs of an adult, the ‘man’ values of the family are con- 
siderably higher for these nutrients than for calories and protein. It 
will be seen that diet A is satisfactory except as regards the intake of 
calcium; but only a much larger allowance of milk? or cheese could 
amend this defect. Neither of these foods, however, is at present avail- 
able in quantities sufficient to supply to everyone this optimum intake. 

In the bottom part of Table VII we show figures of requirements and 
intake of calories and protein derived from the scales of ‘man’ values 
and nutritional values applied in the articles of this series before the 
Ministry of Health data were placed at our disposal. These figures are 
less precise than the Ministry of Health figures, but they make it possible 
to compare directly diet A in April 1945 with any of the eight similar 
diets scheduled so far in the series. The nutritional intake from diet A 
was virtually the same in April 1945 as in November 1944, and through- 
out the four years it has been our endeavour to keep the figures con- 
stant, although changes in rationing and in the general supply of foods 
have on occasion been the cause of minor fluctuations. 

The relative outlay on the several food groups into which we have 
subdivided our diet schedule, and the relative supply of nutrients from 
these groups, is set out in Table VIII. The figures for group (c) well 
illustrate the nutritional importance of bread, flour, and potatoes: at 
a cost of 154 per cent of the total, these foods provide over 37 per cent 
of the calortes, nearly 39 per cent of the protein, 22} per cent of the 
calcium,? and over 443 per cent of the iron, of the whole diet. Fresh 
milk—group (b)—stands out not only as the major, but also as a cheap 
source of calcium ; only in the form of dried household milk and cheese 
it this essential mineral obtained at an even lower cost. Group (a)— 
the rationed foods—appears expensive as compared with the nutritional 
values it supplies. This is due to the fact that this group includes 
several relatively dear calorific foods that yield only few other nutri- 
ments besides, viz., fats, (margarine and lard), sugar, jam, and syrup. 
Fats, however although like the carbohydrate foods only representing 
fuel for the body, are yet nutritionally indispensable; man cannot live 
without them, especially in a cold or moderate climate. Sugar, jam, and 


1 Another 14 pints per week. 


? Owing to the fact that bread and flour are reinforced with calcium. The higher 
percentage of flour extraction from the wheat grain, as compared with peace-time 
extraction, has increased the content of iron. 
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TaBLe VIII 
Relative Outlay on and Nutritional Intake from ‘Human Needs’ Diet A 


Outlay Calories Protein* Calcium tron 
Group (a) 55.0 48.8 tai 27.8 43.5 
Group (6) 16.3 8.4 12.1 (a) 41.5 1.8 
Group (c) 155 Soya 38.8 Zo 44.6 
Group (4) 9.3 ile ail 7.6 5.4 
Group (e) 3.0 4.4 2.4 0.6 4.7 
excl. condiments 
Condiments 0.9 

100.0 100.0 100.0 100.0 100.0 7) 


*An (a) after the figures in this column denotes protein derived from animal sonrces. 


syrup we could do without, or in any case with much less. But active 
children, in particular, have a craving for sugar and sugary foods, which 
are quickly utilised sources of energy. Besides, all these foods are 
required to make our diet varied and attractive. 

No justice can be done in Table VII to group (d). Fresh vegetables 
are far more essential for proper nutrition than the figures there indicate, 
since they are the most important sources of the indispensable vitamins 
AandC. The former, in the form of carotene, is supplied mainly by 
carrots, kale, turnip tops, and broccoli, while all greens and, in addition, 
swedes, provide substantial quantities of vitamin C. We refrain from 
giving numerical calculations of the content of vitamins in our ‘ human 
needs’ diet, for in a survey like ours such figures might be misleading. 
Much depends on the methods of cooking and on the freshness of the 
vegetables, and vitamins are liable to be destroyed by reheating foods. 
In general, however, it can be stated that provided the housewife cooks 
the vegetables quickly and in the correct way,! and serves them at once, 
the content of vitamins of diet A and, equally, that of diet B, is satisfactory. 

In summarising our findings we can say that although the availability 
of certain foods had changed from November 1944 to April 1945, this 
had only a minor effect on the cost of the ‘human needs’ diet. Our 
index figures in Table I show that it declined from 110 to I0g, as com- 
pared with 100 in April 1941. The Ministry of Labour index has re- 
mained constant over these six months. The difficulties for the house- 
wife in providing the ‘human needs’ diet were not greater in April 
than they had been in November. The shortage of potatoes in April 
was not serious and could be made good by buying more of other in- 
expensive carbohydrate foods. The nutritional loss due to the reduction 
of the cheese ration could be compensated by increasing the consump- 
tion of household milk. Milk, however, will scarcely be considered by 
the housewife as a dietetic substitute for cheese ; but the purchase of 
the full ration of bacon, of 1 lb. 4 ounces as against 1 lb. in November, 
would have helped in that respect. The diet could be purchased in 
Oxford without any difficulties. Yet only a housewife who is a moder- 
ately skilled cook and, also, has a fair knowledge of nutritional values 
and requirements, would have been able to provide a satisfactory diet 
for her family at the cost stated. T. SCHULZ, 


1 With little water and without the addition of bicarbonate of soda. 
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NEW MONETARY AGREEMENTS 


The financial agreement between France and Britain is the most 
important of the three concluded in recent months.* 

The agreement professes to have two aims: It is (a) to promote the 
maximum commercial intercourse between the sterling and the franc 
areas, and (b) to provide a final settlement of the claims of the two 
countries on one another which resulted from the involved Anglo- 
French financial relations since the beginning of the war.” 

The first section deals with the methods by which reciprocal claims 
on each other of the two countries will be dealt with in the year ending 
28th February 1946. All payments resulting from French purchases 
in the sterling area and other current transactions will be debited to a 
central payments account (Account No. 1) at the Bank of England, to 
which all sterling credits resulting from opposite transactions will be 
credited. Conversely, all payments in francs will be dealt with at a 
similar account opened by the Banque de France (Annex I (i) and.(ii) ). 
Each of the banks can be required to repurchase balances standing to the 
credit of the other in these accounts in the home currency of the creditor.® 
The two countries are free to purchase currencies of their respective 
currency areas‘ against each other's home currency. Thus all payments 
between the sterling area and the franc area are centralised at the Bank 
of England and the Bank of France respectively. So far as these two 
areas are concerned complete multilateralism has been established.® 

In order to provide initial funds to resume trade without recourse to 
gold the two governments open reciprocal credits on a specially opened 
account (Account A) in their home currency to the other, which bear no 


1Cmd. 6613. The other two were with Turkey (Cmd. 6632) and Sweden (Cmd. 
6604). The salient differences between the two latter and the former will be men- 
tioned in the relevant context. 

2 The Swedish Agreement of course contains only the counterparts of the first part. 
The Turkish, however, also settles problems arising out of the Agreements of May 
27th, 1938 (Cmd. 5754) and February 3rd, 1940 (Cmd. 6269). 

3 No such obligation is contained in either the Swedish or the Turkish Agreement. 
In the former (Art. 3) eaoh of the contracting parties hasa right to repurchase its home 
currency held by the other against the currency of the other or gold but no right to 
demand such repurchase from the other. This means, theoretically, that each of the 
Banks is forced to hold unlimited amounts of the other’s currency, i.e. that Sweden 
fully enters the sterling area. In practice the control of foreign trade and payments 
secures a Safeguard against abuse—and it is considered (Cf. Financial News, March 
9th, 1945) that an additional unpublished protocol limits the amount of the two 
currencies which must be accepted without the obligaton of redeeming it in gold. 

The Turkish agreement merely provides that imports should be paid for if permitted 
(Annex § IV) and facilitates the control of the use of sums accruing to Turkey from 
current transactions. 

The differences are easily explicable. France in her trade with Britain is expected 
to accumulate a deficit but has a gold reserve. Sweden is likely to develop a favour- 
able balance with Britain, the latter having largely exhausted her liquid reserves and 
Turkish trade is still governed by certain credit arrangements and is complicated by 
evasions. 

*E.g. Australian £ or French-Indo-Chinese currency. 

5 Sweden (§ 4) and Turkey (§ 5) are also granted the right to acquire any sterling 
area currency against sterling, i.e. a restricted multilateralism is established between 
the sterling area and these countries. 


138 


interest and whose maximum amounts are {100 million and frs. 20 billion. 
(equivalent at the ruling rates of exchange). The debtor government 

can draw from the credit placed at its disposal to’ balance the clearing 

account (Section I, Article 1, and Annex I (i) and (ii) ). At the end of 

the year a balance will be struck of this account (A¢count No. 1 of the 

Annex), which incorporates the balances of thé ordinary clearing 

account. This balance will be settled in gold if the debit against the 
French Government amounts to less than one-third of the payments 

from the franc area or the sterling area.1 

The Annex (paragraph VII (i) ) affirms that the agreement can be 
modified if the two governments become parties to a general inter- 
national monetary scheme. Sub-paragraph-(iv) provides for consulta- 
tion on all monetary matters although they will ‘ be alone responsible 
for . . . monetary relations with third countries,’ i.e. they will form no 
currency block.2. The two Governments are to consult one another 
before any change in the exchange rate is decided upon. (Annex viii). 

Finally, according to sub-paragraph (iii) of the same paragraph, the 
two governments will endeavour to permit the use of their currencies 
which belong to non-residents of their respective areas for payments of a 
current nature to residents within their area, i.e restore completely a 
free multilateral payment system for payments on current account.’ 

The second section of the agreement deals with the financial claims 
on one another arising from earlier agreements of the two governments 
on the finance of war. These claims are to some extent responsible for 
the complicated arrangements already described for settling the clearing 
balances which will arise out of current transactions. These claims 
arose mainly uuder three headings: the so-called Reynaud-Simon 
agreement concluded at the beginning of the war for the common finance 
of the war; the subsequent agreement concluded with the French 
Government immediately before the collapse of France in 1940 for the 
transfer of the munition sontracts in course of execution for the French 
Government; and finally the expenditure incurred by the British 
Government under the Churchill-De Gaulle agreement. on the main- 
tenance of the French armed forces. 

France owed England a considerable sum under the first of these 
agreements and the British Government, according to French news- 
paper reports, suggested that—as Britain had largely exhausted her 
gold reserve—this balance should be liquidated by a gold payment. 
Having regard to the serious French supply position, subsequently 
credits could be granted in respect of debit balances incurred in current 
transactions by France. The French Government, fearing that a sharp 


1 Or vice versa, cf. below on the use of ‘ old sterling balances.’ 
-2 Identical provisions are contained in the other two agreements.. arsine 

3@n extension of multilateralism to countries outside the sterling area is envisaged 
both in the agreement with Sweden (§ 8, iii and § 4, i. c.), as well as with Turkey (§ 4, 
i.c., and ii, as well as Annex VI). In the former this is on a reciprocal basis in the 
latter it is unilateral on the part of Britain and a portion of sterling balances (20 per 
cent) is set aside for the purpose. This difference is again explicable by the pros- 
pective balances of payments with the two countries. - In the French agreement such. 
provision was unnecessary because balances arising out of the trade with that country 
are cleared in gold, i.e. full multilateralism is in fact established. 
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reduction of the gold reserve of the Banque de France might have un- 
favourable repercussions in an already critical monetary situation, do 
not seem to have agreed to this. It is also apparent from the wording 
of the agreement that they desired the reimbursement in gold for ad- 
vances paid by France to American manufacturers for munitions. It 
is also probable that they wished to make use of the balances which had 
accrued to them as a result of the colonial supply agreements. The 
present settlement cancels most of these contrary claims. 

The British Government (Article 5, 2 (iii) ) furnishes to the French 
Government £45 million worth of supplies. This is offset partly 
(Article 5, 2 (iv) ) by the repayment by the French of dollars paid by the 
U.K. to an account at the Bank of Canada in connection with a transfer 
of the contracts placed in America. The balances resulting from most 
other transactions are waived. But the debt to Britain under the 
original financial agreement is dealt with in a somewhat roundabout 
fashion. France does not pay this balance in cash. Under Article 
4 (2a) an ‘ Account B’ is opened at the Bank of England.! Into this 
account the French Government pays £40 millions by drawing on the 
credit opened to her under Article r (a) (Account A). The reason for 
this payment, according to the agreement, is that this sum is ‘ deemed 
by the two contracting Governments to be the equivalent to the excess 
of the sterling monies in the United Kingdom belonging at the date of 
this Agreement to persons resident in Continental France over the franc 
monies belonging at the same date in Continental France to persons 
resident in the United Kingdom.’ In point of fact, however, this pay- 
ment has a totally different result which cannot be accounted for by 
the explanation given. A debt on ‘ Account A’ must be paid in gold 
after a lapse of a year. On the other hand credits on ‘ Account B’ are 
merely carried forward and can only be used for the discharge of French 
debts to the U.K. if the balance of the clearing account for current 
transactions exceeds one-third of the total turnover of that account. 
Thus the French Government will in effect have to pay up to £40-million 
im gold provided the total turnover between France and Britain (includ- 
ing this payment) amounts to more than {120 million and the balance 
against France on current account is less than a third of the total 
turnover. In other words, and having regard to the probable situation 
in the coming year, the French Government has agreed to pay at least 
£40 million in gold to the British Government without having said so 
and, of course, without having to pay before February 28th of the next 
year, when, it is hoped, the position will be easier. The complicated 
provisions of the agreement successfully conceal the concessions made 


_? The United Kingdom clears through this account the balance of the British- 
French liquidation account for the charter of French merchant ships and the expegdi- 
ture of British troops in France (partly in francs supplied by the French Government 
partly in so-called occupation currency which is not specifically mentioned but which 
will presumably be now redeemed). The French, on the other hand, clear advances 
made to the French National Committee under the Churchill—De Gaulle agreement 
(except the maintenance in England of French troops, the claim for which has been 
cancelled). The French also clear the sums due to Britain for civilian supplies 
furnished prior to the entry into force of this agreement through ‘ Account; 2 B.’ 
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by the two governments to one another on the thorny question of pre- 
liberation transactions. 

What is the immediate consequence of the new agreement? It 
will, of course, by itself not increase commercial exchanges between the 
two countries. These have not been impeded by the lack of finance, 
at any rate not on account of the lack of finance between France and 
England. France has a sufficient gold reserve to buy all supplies she 
wishes to have and which England can spare. Britain, on the other 
hand, will not be able to increase her imports from France, not so much 
on account of her inability to procure francs (current exchanges must be 
in favour of England) but because France, for the moment, cannot export 
anything but luxuries, and the general British balance of payments 
position is such that Britain cannot afford-to buy such luxuries. If it 
were certain that debts incurred to France for the purchase of such 
luxuries would have to be spent on imports from this country by France 
at a later date, when the supply position in this country is eased, such 
‘current imports would be feasible. They would constitute ‘ additional ’ 
imports and exports, which otherwise would not have come into being 
As long, however, as Britain is threatened with a restoration of free 
convertibility of sterling balances—alluded to in Annex VII (iii),— and 
which would be the necessary consequence of the acceptance of the 
Bretton Woods agreement after a relatively short transitional period, 
Britain will have to restrict her purchases in order to procure as much 
international liquid means of payment as possible, in anticipation of the 
restoration of convertibility. ‘ 

It is to be expected, therefore, that as long as the character of post- 
war international monetary relations is uncertain, the British Treasury 
will be reluctant to see the import mto Great Britain of ‘unnecessary’ 
supplies, and will, at least, take every step to procure such supplies as 
she may permit to enter the country (e.g. wines, spirits, luxury apparel 
etc.) at exceedingly favourable terms. From a short-run point of view, 
and in view of the threatened imposition of general convertibility, this 
is an unexceptionable policy. From the long-run point of view, however, 
this attitude will entail serious drawbacks. While the French short- 
run position at the moment is unfavourable, the recuperative powers of 
France in the medium and long-run must not be underestimated. As 
soon as the European coal crisis has been alleviated by the reorganisa- 
tion of the German coal mines, and provided the French Government 
sundertakes a planned reconstruction of French industry, a rapid increase 
in French production is likely. France, moreover, has a balanced 
economy and her external position in the medium run will be strength- 
ened by the tourist trade from which she is likely to benefit first and most 
in Europe. A close co-ordination in the merging of the French and 
British currency systems, e.g. by France becoming a part of the sterling 
block, would be more helpful to Britain in the medium and long run, 
while France might benefit in the short run. If we take into account 
that France may well provide markets for certain primary products of 
the British Empire and Commofwealth of which these territories are net 
exporters (after Great Britain’s demands have béen supplied), the ad- 
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vantages of common planning of the foreign economic relations of the 
two countries become apparent. In that case, however, there would be 
no more objections to providing markets in Britain for French luxury 
products than there are against permitting the production ‘of luxury 
products in Britain for home consumption instead of merely for export. 
These considerations show that the mutilateral approach to the 
solution of the inter-national currency question is not necessarily 
expansionist in character. If full employment or over-full employment 
were maintained in overseas territories whose balances of payments 
have a tendency to export surpluses, the spilling over of the demand to 
European countries, which as a result of the war have serious balance. of 
payment difficulties, would provide this expansionist bias. 
Fortunately no final decision has been taken on these basic issues. 
According to the present agreement all balances will have to be paid in 
gold after a year with the qualifications mentioned above. This means 
that the agreement is in essence a multilateral solution. Should the 
agreement be renewed hereafter, it will depend on two factors whether 
its successor should be regarded in its basic nature merely as an applica- 
tion of the principle of ‘ free’ multilateralism or not. . These two factors 
are ; 
(a) the amount of credit envisaged in relation to total turnover, and 
(b) the ratio of the length of the credit granted without gold payments 
to the period required for readjusting the balance of payments 
. without deflation. 


If the credit granted were small in relation to turnover, and if the 
cash payment of the balances arising out of the clearing of payments 
between the two currency areas must be undertaken at frequent in- 
tervals, then the clearing agreement must be regarded as multilateral 
because the two countries cannot take steps to balance their payments 
on one another without general deflation, irrespective of conditions 
elswehere. The balance must then be paid in gold or any other inter- 
nationally acceptable liquid resources, and each country must take 
care, either by commercial policy! or by an appropriate management of 
its total effective demand, to see that its losses in reserves of an inter- 
nationally acceptable medium of exchange are not too great. There 
would be no difference between the ease (by increased exports, visible 
or invisible) of procuring the currency of the country with which such 
"an agreement has been concluded, and the ease of procuring the currencies 
of other cpuntries with which no reciprocal financial agreement has been. 
reached. Once the small credit has been exhausted the balances, would 
have to be paid in gold and the length of the credit would not enable 


? Articles 11 and 12 of the Turkish agreement which envisage a quantitative con- 
trol in the long run of agricultural imports into Britain are ominous. Such quantita- 
tive control did prior to 1939 worsen the terms of trade of Britain quite unnecessarily, 
without protecting the country against the general consequences .of fiuctuations 
abroad, They were regarded by the U.S. as discriminatory without permitting the 
pursuit of a deliberate policy of full employment. Reciprocal bulk purchase agree- 
ments would protect the interests of Britain in both respects, but, as we have pointed 
our elsewhere,-are difficult to negotiate between an industrial and a primary producing 
country—without recourse to bilateral payments agreements. ‘ 
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the debtor country to impress on the creditor country the necessity to 
wipe out the balance in the clearing by increasing its purchases, i.e. 
without deflation. A compulsory clearing of the payments to one 
another of the two countries is merely a device to ensure that capital 
movements do not take place. The control of capital movements, 
however, has been accepted generally. 

If, however, the credit facilities established in bilateral agreements 
are large, and the periods after which any balance is to be paid in gold 
or in other internationally acceptable liquid means of payment, e.g. 
dollars, is long enough to enable the creditor country to take steps to 
increase its purchases rather than the debtor country cutting its own 
debits, such an agreement would permit the two countries which have 
granted each other such reciprocal facilities, to maintain the volume of 
trade with one another, irrespective of the conditions abroad. Then the 
currencies of the countries which have granted each other reciprocal: 
facilities would be much more freely available to one another than other 
currencies. A deficit in the clearing would not necessarily and im- 
mediately result in a reduction of the purchases of the debtor country 
from the creditor country. Time would be available to make a read- 
justment by the creditor purchasing more from the debtor country, i.e. 
by extending rather than contracting trade. 

It has often been stated that the objective of post-war policy is to 
increase the international division of labour through an increase in the 
volume of international trade. But an increase in the volume of inter- 
national trade is not possible for countries which have no internationally 
acceptable reserves. Thus the granting of reciprocal credit facilities 
such as the Swedish agreement provides and the French agreement 
may provide in future, is the only way to initiate an expansion in foreign 
economic intercourse. Admittedly such agreements do not facilitate. 
the restoration of the ‘ free international market mechanism’ as they 
do create differences in the ease of payments between different sets of 
countries. If expansion continues everywhere, if demand in the 
countries which are in a strong balance of payments position is main- 
tained at such a high level that it may spill over to countries in a weak 
international payments position, the transition from such bilateral 
financial agreements towards multilateralism will not be difficult. 
Until we have a certainty that this will be the case, and at any rate as- 
a first start, bilateral agreements will promote a restarting of inter- 
national trade in a practical way. 

ped 

Since this paper was written an agreement has been concluded with 
Iraq on its requirements of ‘hard’ non-sterling currencies for 1945 
{Cmd. 6646). This agreement follows closely the pattern of the agree- 
ment on Egypt (Cmd. 5682) (cf. E. F. Schumacher, “ Anglo-Egyptian 
Currency Relations,’ BULLETIN Volume 7, No. 220. 30). As in the case 
of that agreement, three groups of currencies are distinguished : (i) 
hard currencies, of which the U.S. dollar, Canadian dollar, Swiss franc, 
Swedish kroner and Portugese escudo are examples; (ii) -the soft 
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currencies which include liberated Europe and South America outside 
the sterling area and, finally, (iii) the sterling area. The two latter are 
not in short supply and complete multilateralism is maintained.t_ So 
far as the ‘hard’ currencies are concerned the Iraq Government is to 
receive under the five headings altogether £3.5 millions of hard currencies: 


(i) For general imports pao _ aa ete T,050,000 
(ii) For special imports if not available from ‘ easy “ 


currency areas ete sos <s 2s 1,952,500 
(iii) For Iraq Government departmental requirements 200,000 
(iv) Margin for rise in prices, small changes Ea 150,000 
(v) Payments other than goods < oa ae 150,000 


These amounts are to be regarded as target figures and do not include 
the requirements of the oil companies. If savings can be effected on 
the special imports this will be regarded as a saving in total demand for 
currencies. Under certain conditions set out in paragraph 9 of the 
agreement, among which the rise in prices and the non-availability of 
British supplies might be mentioned, the target figures may be increased. 
The most interesting provision is that Iraq can demand hard currencies 
if the price level in Britain is more than 10% higher at ruling rates of 
exchange than prices elsewhere. This establishes a preferential subsidy 
for British imports of 10% at ruling rates of exchange, similarly to the 
Egyptian agreement. 

The Iraq imports amounted to 46 million odd dollars in 1938, of 
which 14 million came from the United Kingdom, 11 million from 
' industrial Continental Europe, 4 million from Asiatic sterling area 

countries, 10 million from Japan. Its exports in the same year were 
$3 million to the United States, $7 million to the United Kingdom and 
not less than $16 million to France. This distribution must have 
changed considerably with the development of oil exports, but it is 
somewhat difficult to understand why as much as $12 millions of 
‘hard’ non-sterling area currencies are to be provided among which 
over. $4 millions is for cotton piece goods, an item which with efficient 
programming might have been provided from the sterling area. 

While the agrement is for one year only, and Iraq surrenders its hard 
currency revenues to the sterling area pool, the agreement must be 
considered as exceptionally favourable to Iraq and cannot altogether be 
explained on economic grounds alone. Its discriminatory provisions 
are in conflict with the Bretton Woods agreement. In any case this 
type of agreement, concluded with a second Arab State, constitutes a 
serious liability on the tight hard currency resources of Great Britain. 
As in the case of Egypt the presumption is that this agreement will 
day in a net drain on the resources of the sterling area ‘ hard’ currency 
pool. 


The discontinuation of the Middle East Supply Centre will, it is to be 


1 Some specific supplies which are short or which i i eames 
space remain controlled by the Middle East Supply Cente: <7 or eaaaee 
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feared, not merely burden the combined balance of payments of the 
sterling area but it is also highly likely to induce a wasteful application 
of the accumulated resources of these countries which ought to be con- 
served, not so much to increase luxury consumption but for a more 
rapid development of the resources of the country so as to ensure a 
permanently higher standard of life. 


T. BaLocu. 


INDUSTRIALISATION POLICY IN INDIA 


The recent statement of the Government of India on industrialisation 
policy is remarkable for its adoption of what seem, on the face of it, 
fairly radical principles. Among them is the proposal that basic in- 
dustries (including heavy industry, machinery, chemicals) should be 
nationalised, if adequate private capital is not forthcoming to achieve 
the desired expansion. It will seem even more remarkable that the 
programme of industrialisation sponsored by big Indian industrialists, 
the ‘Bombay Plan’?, which has influenced the Government’s plans 
considerably, is in complete agreement with the above proposal. This 
only shows, however, that since the industrialisation of India has become 
an issue of practical politics, the industrialists themselves clearly realise 
that it cannot be carried out by private capital alone. The risks in- 
volved in investment necessary for rapid industrialisation are too great 
to be borne by private entrepreneurs. The magnitude of these risks is 
first of all due to the great difficulty of coordinating the industrial 
development. If a particular branch of heavy industry is expanded, it 
may, for example, find that it has outstripped the potential sales, be- 
cause other industries are lagging behind, and financial difficulties will 
follow. The price mechanism, under conditions of rapid change will 
not only fail to provide for any adjustment but will prove a curse. it 
will be impossible to foresee prices of raw materials, labour, or products. 
To this it could be answered that these risks might be eliminated if the 
State were to control and fix prices and wages and coordinate the process 
of production. . But quite apart from the fact that this control could 
not be so effective as to remove all uncertainty as to wages and prices, 
and that it could not avoid quite a lot of mal-adjustments, the risks would 
still remain too great for private capital (as can be seen by comparison 
with a war economy where the same arguments apply). The industrial 
processes and methods will be new, if not absolutely, at least to the 
country and to the men who employ them, and little will be known about 
the efficiency of labour to be expected. In other words, the new (or 
rapidly expanding) industries will work without sufficient previous 
experience and therefore without data on which to base profit calcula- 


tions. 


1 imes, 23/4/1945. See also International Labour Review, February 1945, p.106 
a srtesase of ciate Development for India, Part I and II, Penguin Special. 
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Such extraordinarily great risks could be borne only by very rich 
entrepreneurs who would be able to overcome temporary setbacks and 
offset gains and losses. Not even a Birla or Tata, however, is equal to 

‘the task of rapid industrialisation of a big country. This makes it 
likely that, in fact, adequate private capital will not be forthcoming for 
many of the required industries and the solution is to ‘nationalise the 
risks, i.e. to provide Government finance for the industries concerned. 

At the same time it need not cause surprise that industrialists are 
prepared to accept nationalisation under certain conditions, because 
this does not imply that control over these industries must slip out of 
their hands. In the simplest case the State financed part of industry 
will be given over to the management of industrial firms (who may, or 
may not, retain property rights in the already existing plant). This is 
analogous to well-known arrangements in a war economy. Even if the 
industrialists are not permitted as firms to manage the industries, they 
may still manage them as Government officials or ‘ controllers.’ Their 
position would in this case still be very strong, because of their expert 
knowledge, the loyalty of their employees, and because of the wealth 
which they would retain in the non-nationalised industries, in merchant 
trade and in land. The dominant position of the industrialists thus 
need not be impaired by a part-nationalisation, and they can hope to 
take over the Government-owned part of industry after the period of 
‘industrialisation is over. 

Apart from nationalisation, the Government of India has accepted 
various other principles wholly indispensable for industrial development, 
such as central control of most large-scale industries, regional planning, 
licensing of new enterprises ; neither the Government nor the authors of 
‘the Bombay Plan have, however, so far given attention to the problem 
how to prevent an inflation in circumstances of rapid industrial develop- 
ment. 

Whether the danger of an inflationary situation will arise, will depend, 
-of course, on the rate of expenditure which is to be financed by savings 
in India. Ht is interesting in this context to compare the Government 
plans with the Bombay Plan. The reconstruction expenditure by the 
Government is given as £750 million for the first five years after the war, 
‘i.e. £150 millions per year, half of which is to be financed by revenue. 
The finance member estimated that private investment would be of an 
equal magnitude, i.e. also £150 millions per year. Total reconstruction 
-expenditure (excluding that of the Provinces) will thus be at the rate of 
£300 millions a year. Making allowance for the part financed by re- 
venue, and for that part which will be spent abroad, the required saving 
will be at most of the order of £200.millions. At present the Govern- 
ment deficit and the foreign balance together (which must have as 
their counterpart an equivalent amount of saving in India) are at the 
rate of about £400 millions per year. The reconstruction expenditure 
anticipated by the Government is thus small and probably does not 
‘involve any financial difficulties.? 

1 International Labour Review, February 1945, p. 210. 

* The financial situation Inay, it is true, look quite different, if there are large 
fate Sea en in India after the war, paid by India or by Britain, but drawing 
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The Bombay Plan assumes a total capital outlay of £7,500 millions in 
15 years, of which £1,050 millions will be spent in the first five year 
period. In the first period the outlay would thus be £200 million per 
year. Now the Bombay Plan figures are given in terms of prices of 
193I—1939' and it is therefore difficult to tell what they mean. Al- 
though official cost of living figures have risen less, we may assume that 
prices are at least three times the pre-war level. That would mean that 
total capital expenditure under the Bombay Plan would be £600 millions 
a year, or twice the rate envisaged by the Government. Making allow- 
ance for the part _to be financed ‘ externally,’ i.e. by drawing on sterling 
balances or by loans, the expenditure to be financed by internal saving 
might be of the order of £500 millions. This is considerably more than 
under the Government’s plans. It is doubtful whether it would not 
involve inflationary pressure although this rate of expenditure seems to 
be not considerably higher than the present rate of outlay financed by 
internal savings. 

The estimates of capital required in order to reach certain output 
targets are, however, very shaky. There is rather more weight in the 
following general considerations: Most of the countries already in- 
dustrialised have had their industrialisation spread over a longer period. 
Further, India has a rapid population increase (15% in the decade 1931 — 
1941) with which the industrialisation has to catch up so as to absorb 
not only the present surplus of labour on the land, but also the one which 
is steadily being produced. For these reasons rapid industrialisation of 
this backward country is almost certain to involve expenditure at a 
rate which creates an inflationary strain. The experience of this war 
has shown what inflation under Indian conditions means. The lower 

_ strata of workers are already in normal times on sub-standards of living, 
so that any deterioration in the real wage level in consequence of an 
inflation may easily produce a famine such as in Bengal where (according 
to the Report of the Commission of Enquiry into the Causes of the 
Bengal Famine) 1.5 million people perished. It is highly likely that 
exactly the same would happen under conditions of rapid industrialisa- 
tion, if the inflation arising from it cannot be stopped. Under present 
conditions, the supply of food is extremely inelastic, whereas the demand 
for it is very elastic with respect to the income of the community: The 
high expenditure in the expanding industries will increase workers’ food 
consumption and therefore drive up agricultural prices, and this, in 
turn, by increasing the peasants income, raises the peasants’ consump- 
tion of food. ' 

A control of inflation by rationing seems hardly possible under Indian 
conditions. The best that can be done is to ensure proper regional 
distribution of food by centrally allocating supplies to provinces and 
towns. To be effective, that would require nationalisation of the whole- 
sale trade and control of transport. But it still would not solve the 
problem of curtailing the consumption of the upper strata, and the proper 
distribution between peasant and town worker. 

On the other hand, the increase in food production and a breaking 


14 Plan, etc. p. 12. 
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down of the rigid limitation to agricultural output is more difficult than 
the industrialists care to admit. The Bombay Plan proposes (in a 
rather gentle form) abolition of the zamindari (a sort of absentee 
landlord), relief of debts and the forming of co-operatives. But the 
problem of minute scattered land holdings, medieval methods of produc- 
tion and the utter ignorance of peasants can hardly be solved without a 
mass movement which would rake peasants conscious of their interest 
in co-operation, but which for just these reasons could not tolerate any 
vestige of either merchants, money lenders, or zamindari. 

As it is, industrialisation in India cannot be expected to proceed at 
any but a slow pace, dictated by the necessity of avoiding inflationary 
strain. 

J. STEINDL. 


